
Arizona  Wa te r Compa ny ("Arizona  Wa te r" or "the  Compa ny") tile s  this

application to implement certain surcharges  for its  Supers tition sys tem, which is  part of

its  Eastern Group, pursuant to the provisions of Decision No. 66849 (March 19, 2004).

BACKGROUND

On March 19, 2004, the Commission entered Decision No. 66849 (the "Decision")

in a  general rate  proceeding for the Company's  Eas tern Group. The Decis ion, among

other things , authorized the Company's  implementation of an Arsenic Cos t Recovery

Mechanism ("ACRM") for the  Company's  Eas tern Group, cons is tent with the ACRM

approved for the Northern Group in Decision No. 66400. The purpose of the ACRMis  to

pe rmit the  Compa ny to re cove r cos ts  incurre d to comply with the  ne w Ma ximum

Contaminant Level for arsenic, imposed by the U.S. Environmental Protection Agency

under the Safe Drinking Water Act.
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The  ACRM authorizes  the  Company to seek two s tep increases  pe r wa te r sys tem

through the  ACRM process  during the  inte rim period prior to the  filing of its  next genera l

ra te  a pplica tion. In De cis ion No. 66400 (the  Compa ny's  mos t re ce nt Northe rn Group

genera l ra te  proceeding) the  Commiss ion directed Arizona  Water to tile  a  Company-wide

ge ne ra l ra te  a pplica tion, which is  s che dule d for 2008. (De cis ion No. 66400, pa ge  21,

lines 27-28, and page 23, lines 4-5).

In Decision No. 66400, the Commission also specifically found as follows:

It is  appropria te  for Arizona  Wate r to recover through the  ACRM

ca pita l e xpe ns e s , e xcluding prope rty ta xe s , a s s ocia te d with a rs e nic

trea tment compliance . It is  a ls o a ppropria te , s ubje ct to the  s pe cific

guidelines  se t forth in the  agreement between Staff and the  Company as

described he re in, to a llow Arizona  Wate r to recover through the  ACRM

proce s s  the  following s pe cific O&M e xpe ns e s : me dia  re pla ce me nt or

regeneration costs , media replacement or regeneration service costs , and

waste media or regeneration disposable costs.

As  provide d  in  the  fore going  findings , Arizona  Wa te r's  ACRM filings  mus t

follow "s pe cific guide line s " which include  the  s che dule s  a nd re la te d informa tion tha t

we re  ide ntifie d in the  pre -file d dire ct te s timony a nd e xhibits  of its  witne s s  Ra lph J .

Kennedy, as  specifica lly described in the  Decis ion a t page 14, lines  9-16.
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DETAILS OF THIS FILING

The  De cis ion a uthorize d the  consolida tion of Arizona  Wa te r's  Apa che  Junction

25 a nd S upe rior s ys te ms  (colle ctive ly, the  "S upe rs tition s ys te m") for ra te ma king a nd

26 accounting purposes  in a  two-step process  beginning with the  adoption of a  uniform basic

27 service charge. In a pproving  the consolida tion, the Commiss ion noted tha t
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"(c)onsolida tion is  e ve n more  critica l to offse t the  s ignifica nt ra te  incre a se s  tha t will be

experienced once  a rsenic trea tment cos ts  a re  imposed on Arizona  Wate r's  cus tomers

(Decision, p. 28, 1. 21-22)

This  Applica tion supports  a  Step-1 ACRM surcharge  of $3.48 on the  bas ic se rvice

charge  and $0.4370 per 1,000 ga llons  on the  commodity ra te  for the  Supers tition sys tem

The  Compa ny e s tima te s  tha t the  a ve ra ge  monthly bill for the  S upe rs tition s ys te m

cus tome rs  loca te d in Apa che  J unction (ba s e d on 7,365 ga llons  us e d with a  5/8 inch

mete r) will increase  by $6.70, or 24.8%, from $27.04 to $33.74. For Supers tition sys tem

cus tomers  loca ted in Superior, (based on 6,012 ga llons  used with a  5/8 inch mete r), the

estimated increase per monthly bill is  $6. 10, or 23.7%, from $25.77 to $31 .87

13

As provided in the  Commiss ion's  specific guide lines , the  Step-1 ACRM surcharge

includes  only capita l-re la ted cos ts  associa ted with a rsenic trea tment facilities . As  of June

30. 2007 Arizona  Wa te r's  a ctua l ra te  of re turn on OCLD ra te  ba s e  wa s  5.37% for the

Superstition system

S UP P O RTING  MATERIAL

In support of this  Step-1 ACRM tiling for the  Supers tition sys tem, the  Company is

including the  schedule s  required by Decis ion No. 66400, which comprise  Attachment 1

he re to. The  Compa ny will a ls o provide  S ta ff with e le ctronic copie s  of a ll work pa pe rs

and supporting documents , including invoices

CONCLUSION

The  Company's  filing in this  Applica tion for a  S tep-1 ARCM surcha rge  for

its  Supe rs tition sys tem complie s  with a ll of the  requirements  of Decis ion No. 66400. As

the  Commis s ion found in e nte ring tha t De cis ion, the  ACRM me cha nis m "...prope rly

ba lances  the  need for Arizona  Wa te r to rema in financia lly sound with the  avoidance  of

3
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s ignifica nt ra te  s hock to cus tome rs  who a re  a ffe cte d by the  a rs e nic re quire me nts

(Decis ion No. 66400, page  20, line s  21-22). For the se  rea sons , the  Company reques ts

tha t the  Step-1 ACRM surcharge  for the  Supers tition system be  reviewed by the  Staff and

approved by the  Commission a t the  earliest possible  time

RESPECTFULLY SUBMITTED this 5 % day of August 2007

ARIZONA WATER COMP ANY
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By 9.6744 / 6 7 ,
Robert W. Geake
Vice President and General Counsel
ARIZONA WATER COMP ANY
Post Office  Box 29006
Phoenix, Arizona  85038-9006
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1 An origina l and 13 copies  of the  foregoing were  de livered thiss 'f('Z da y of
of Augus t, 2007 to

4

Docke ting Supervisor
Docke t Control
Arizona  Corpora tion Commiss ion
1200 West Washington
Phoenix. AZ 85007

A copy of the  foregoing was  mailed this ' 3 ' ~ day of August, 2007 to

8

9

10

Dwight Nodes , Ass is tant Chie f Adminis tra tive  Law Judge
He a ring Divis ion
Arizona  Corpora tion Commiss ion
1200 West Washington
Phoenix, AZ 85007

11

12

13

Chris tophe r Ke e le y, Chie f Couns e l
Le ga l Divis ion
Arizona  Corpora tion Commiss ion
1200 West Washington
Phoenix, AZ 8500714

15

16

17

Scott Wakefie ld, Esq.
Chie f Counse l
Res identia l Utility Consumer Office
1110 W. Washington, Suite  220
Phoe nix, AZ 85007

18

19

20

21

Bre tt Wallace , Esq.
Casa  Grande  City Attorney
City of Casa  Grande  City Attorney's  Office
510 E. Florence  Blvd.
Casa  Grande , AZ 85222

22

23

24

25

Thomas H. Campbell, Esq.
Lewis  and Rock, LLP
40 N. Centra l Avenue
Phoenix, Arizona  85004
Attorneys  for Supe rs tition Mounta in, LLC
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Robert Skiba
P.O. BOX 1057
Oracle . AZ 85623
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